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THE    COTTON  SITUATION 


U.  S. 


Sujrjnary 

The  domestic  cotton  textile  situation  changed  vert/"  little  during-—- 
Decemtier  and  the  first  half  cf  January,  re-iorts  the  Bureau  of  Agricultural 
Economics,    "^ricos  of  spot  cotton  in  hoth  domestic  and  fo-^cign  markets  wore 
rather  stahlc. 

Sales  of  cotton  textiles  "by  dom.estic  mills  continued  nearly  equal  to 
the  relatively  high  level  of  output.     The  'SS^jOGO  Taalcs  of  raw  cotton  consumed 
"by  domestic  mills  in  December  exceeded  consumotion  in  Deccmher  1937        3^  psr- 
ccnt  and  with  the  exception  cf  193^  v/as  the  largest  for  the  month  in  1?_  years. 
Consumption  from  August  through  Dccemher  was  6  percent  larger  than  in  the 

r 

corresponding  5  months  last  season,  and  with  the  exception  of  1936-37  ''^as 
also  the  largest  for  any  like  period  in  more  than  a  decade. 

In  contrast  with  the  comparatively  high  level  '^f  domestic  consujirpticn, 
domestic  cotton  exports  in  December  were  the  lowest  for  the  month  sinoe  prior 
to  ISgl  and  less  than  half  as  large  as  the  comparatively  I'^w  exp'^rts  of 
Becemhcr  1937-     Experts  of  Am.erican  cotton  from  August  1  to  December  3I 
this  season  were  only  six-tenths  as  large  as  in  the  corresponding  period  a 
year  earlier  and  the  smallest  for  the  perioc"  si^.ce  the  World  far.     This  ex- 
tremely low  level  of  exports  is  largely  attributable  to  the  lowest  level 
Of  cotton  fonsumption  in  foreign  co'Lintries  in  3  years,  to  the  further  sub- 
stitution of  foreign  cotton  for  American,  and  to  the  fact  that  some  foreign 
users  of  cotton  have  been  reducing  their  stocks  cf  American  cotton  and 
others  have  increased  stocks  very  little.     Ordinarily  foreign  stocks  of 


Americar^  cotton  increase  sharol;'-  from  Au-nist  1  to  December  3I.     It  is  expected 
that  later  in  the  season  foreign  ST)inners  ma.y  find  it  necessary  to  -ourchase 
American  cotton  more  freely,  especially  in  relation  to  a  year  earlier,  "but  the 
relation  hetween  prices  of  cotton  for  early  delivery  and  those  for  more  distant 
delivery  is  likely  to  continue  to  encourage  spinners  to  restrict  their  immediate 
purchases  to  a  minimum. 

Exports  of  Indian  cotton  in  the  5  Tnonths  from  August  through  DocemlDer 
this  season  were  twice  a^s  large  as  during  the  same  period  last  season,  and  in 
December  were  2-|  times  as  large  as  in  Decemher  1937-  '  Cotton  exports  from  Egypt 
from  August  through  December  of  the  current  season  were  the  smallest  since  I932. 
Exports  of  Brazilian  cotton  during  the  first  q-ijarter  were  the  largest  for  the 
period  on  record  and  exceeded  those  of  the  same  period  last  season  "by  20  percer 

The  genera.1  cotton  textile  situation  in  foreign  co-jntries  appears  to  have 
shown  relatively  little  net  change  during  recent  weeks  as  compared  with  con- 
ditions in  Novemher.     In  the  British  cotton  textile  industry  m.anufacturers ' 
sales  of  cotton  textiles  were  axjnarently  smaller  thaji  production,  despite  the 
reduced  mill  a,ctivity.     In  Erejico,  on  the  other  hand,  mill  sales  of  cotton  tex- 
tiles are  reported  to  have  shown  some  imorovement  during  December  and  early 
January.     At  the  end  of  December  reliable  re-oorts  indicate  tha.t  Erench  spinners 
and  manufacturers  rather  generally  h^ad  orders  sufficient  to  maintain  their  ex- 
isting rate  of  output  throiogh  March  and  in  some  instances  as  far  as  through  June. 
In  Germany,  cotton  mills  continued  to  operate  at  a  high  rate,  but  German  mills 
use  large  q_uantities  of  artificial  fiber.     In  Italy  the  developments  during 
December  are  reported  to  have  continued  very  unsatisfactory  and  the  outlook  for 
the  new  year  was  considered  even  less  Tjromising  at  least  from  the  standpoint  of 
raw  cotton.  Beginning  January  1,   Italiaji  cotton  mills  have  been  prohibited  from 
making  pure  cotton  textiles  for  sale  to  domestic  consumers.  Mill  activity  and  V 
ratio  of  sales  to  output  in  the  Orient  appear  to  have  shown  little  ch.ange  since  j 
November.  I 
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PHICES  4 

Domestic  prices  of  spot  cotton  as  well  as  Liverpool  prices  of  Ajnerican 
cotton  continued  to  fluctuate  within  a  comparatively  narrow  range  during  the  past 
month.    The  daily  average  price  r<f  Middling  f/S  inch  in  the  10  designated  southern 
markets  held  "between  SM  and  g.G5  cents  from  December  23  tc  January  2U.  These 
prices  were  a  little  ahcve  the  g.3-cent  loan  value  for  that  quality  of  cotton, 
but  on  the  average  ahout  the  same  as  the  g.5^-cent  average  of  January  1932.  From 
August  1  to  January  2^  the  daily  average  price  of  Middling  l/S  inch  in  the  10 
designated  markets  fluctuated  from  7-92  to  g.75  cents,  a  maximum  change ■ of  only 
approximately  10  percent.     While  domestic  cotton  prices  were  rather  steady  during 
most  of  last  season,  the  first  quarter  of  that  season  saw  a  change  in  these  daily 
quotations  of  more  than  hO  percent. 

The  average  spot  prices  in  the  principal  southern  markets  so  far  this  sea- 
son have  averaged  slightly  lower  *han  in  the  first  6  months  of  the  1937-3^  season 
despite  the  much  larger  quantity  of  the  c-orrent  season's  supply  held  hy  the  United 
States  G-ovomment  against  loans.    This  Is  ppt)arently  largely  accounted  for  "by  the 
larger  world  supply  of  cotton  thi(s  season  thfji  last,  nnd  the  lower  rate  of  world 
mill  consionrption  diiring  the  first  5  months  of  this  season.     It  should  also  "bo 
recalled  that  in  the  first  months  of  the  1937-33  season  -  when  the  forecast  of  the 
domestic  crop  was  more  than  3jO-00,000  hales  less  than  either  the  December  estimate 
or  the  final  outturn  and  when  domestic  'buGlneBS  activity  was  still  near  its 

1936-  37  high  -  prices  averaged  10^  cents. 

In  addition  to  the  increase  in  G-nvernment-loan  stocks,  a  factor  tending  to 
support  prices,  is  the  fact  that  at  least  since  Octoher  the  annml  rate  of  world 
mill  cons^amption  has  "been  considerably  ahove  actual  mill  consumption  for  the 

1937-  3S  season.     If  this  rate  is  ahout  maintained  or  is  increased,  as  soems  reason- 
able to  expect,  consumption  in  the  last  half  of  this  season  will  exceed  the  restrict, 
ed  consumption  of  a  year  earlier  "by  more  than  enough  to  offset  the  unfavorable 
showing  made  during  the  early  months  of  the  current  season. 


EXPORTS 

Domestic  exports  continue  to  lose  ground; 
^^^^est  in  December  since  -prior  to  Iggl 

Even  though  exDi^rts  of  American  cotton  in  December  1937  were  exce-otionally 
l'5w,  the  3*01,000  running  bales  exported  in  December  I93S  represented  a  decline 
of  33  percent  from  a  year  earlier  and  were  the  lovest  for  the  month  since  prior 
to  ISSl.     The  total  of  1,896,000  bales  exported,  from  August  through  December  ms 
a  little  more  thpji  hO  percent  smaller  th-'n  in  the  like  period  last  season  and 
the  smallest  for  the  period  since  prior  to  1299. 

Exports  of  American  cotton  to  Japan  continued  exceptionally  large  in  com- 
parison with  the  very  small  exports  of  last  season.     In  December  they  were  three 
tines  those  of  a  year  earlier  r^jid  from  August  through  December  were  nearly  four 
times  as  largo  as  in  the  corresponding  period  last  season,  but  UO  percent 
smaller  than  the  average  for  the  past  10  years.     With  the  exceiotion  of  Japan  and 
a  few  of  the  smaller  European  countries,  exports  of  Americ^jn  cotton  to  practically 
all  other  roimtries  Viave  been  much  smaller  so  far  this  season  than  a  year  earlier. 
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From  August  through  December,  exports  to  the  United  Kingdom  totaled  only  2^2,000 
T»ales  compared  '.7ith  9^8,000  a  year  earlier,  a  decline  of  75  percent.  Similar 
comparisons  for  some  of  the  other  irrrnortant  countries  are:     Germany  l69,000  "bales 
against  50U,000,  a  decline  of  66  percent;  France  273,000  against  539,000,  a  1+9- 
percent  decline;  and  Italy  151,000  against  280,000,  a  U6-percent  decline. 

I 

Trad.e  reports  for  the  first  23  days  of  January  indicate  that  exoorts  wer  = 
even  less  favorahle  in  relation  to  a  year  earlier  thnn  in  the  period  from  Augus 
through  Decemher.     The  reported  total  exoorts  during  this  23-(ia,y  period  "fere  4^ 
percent  smaller  than  a  year  earlier  and  the  total  for  the  season  up  to  January  : 
was  1,600,000  hales,  or  U2  percent  "belov,'  a  year  earlier. 

Indian  exports  increase  markedly  . 

In  rather  direct  contrast  \'7ith  the  extremely  lo'.v  exports  from  the  United 
States,  reports  from  India  show  a  marked  increase  in  exports  of  cotton.  For 
Decemljer,   such  exports  of  Indian  cotton  v'ore  ahout  2"^  times  as  la.rge  as  in  Dece^ 
her  1937.     From  August  through  Decemher,  total  exports  of  Indian  cotton  were  mcr 
than  twice  as  large  as  a  year  earlier  when  cotton  exports  were  unusually  small, 
and  considerahly  larger  than  the  average  exports  during  this  5-'^onth  period. 
From  August  through  Decemher,  exoorts  from  Egypt  were  I7  percent  smaller  than  ir 
the  like  period  last  season  and  the  smallest  since  1932.     From  August  through 
Octoher  exports  from  Srazil  established  a  new  high  and  exceeded  those  of  a  year 
earlier  t>y  7  percent. 

DEMAND  AlTD  CONSUMPTION 
UNITED  STATES;     Mill  activity  continues  at  comparatively  high  level 


Domestic  mill  activity  in  Decemher  and  the  first  3  weeks  of  January  vfas 
approximately  equal  to  or  above  activity  in  November.     The  daily  rate  of  cotton 
consumption  in  December,  estimated  at  28,300  bales,  was  slightly  larger  than  in 
November  and  38  percent  higher  than  in  Decemher  1937.     The  565,000  hales  consiaw 
by  domestic  mills  in  December  were,  with  the  exception  of  December  I936.  the  '  I 
largest  for  the  month  in  12  years.     The  2,800,000  hales  used  by  mills  froin  Augiuf  - 
through  Decemher  exceeded  consiimption  in  the  like  period  last  season  by  l6O,000 
bales  or  6  percent  and  the  average  for  the  period  during  the  past  10  years  "by  li 
percent . 

During  at  least  a  consider-^ble  part  of  December  the  indications  are  thp.t 
sales  of  cotton  textiles  by  domestic  mills  were  somewhat  less  than  the  nroductia 
of  cotton  textiles.  In  the  second  and  third  weeks  of  January,  however,  aggre- 
gate sales  are  said  to  have  about  equaled  production,  vdth  sales  of  some  types 
of  goods  reported  as  having  exceeded  -production.  Should  general  business  con- 
ditions continue  at  about  -nresent  levels  or  show  an  increase,  domestic  cotton  ca 
sumption  would  continue  at  a  relatively  high  rate  and  greatly  exceed  consunptira 
during  the  last  half  of  last  season. 

EUROPE;     1./     General  situation  continues  unfavorable 

As  is  usual  in  Decemher,  holidays  and  ye^x-end  stock-taking  comhined to 
slow  the  pace  of  European  textile  markets.     In  ^he  free  exchange  comtries,  the 
uncertainties  of  the  international  political  situation  on  the  one  hand  and  of 
the  cotton  price  struct-'ire  on  the  other,  continued  to  discourage  long-term 
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:onnitnents  r^jir'  so  to  exercise  a  restraining  influence  on  the  textile  markets.  De- 
spite heavily  cxirtailed  mill  activity  in  Great  Britain  sales  arc  reDorted  to  have 
oeen  "below  Droduction  throughout  Decenoer  pjid  early  January.     Some  of  the  smaller 
:otton  consuming  countries  report  somewhat  similar  conditions,  hut  apparently  not 
luite  so  unfavomhle. 

The  rav/  cotton  situation  remained  little  changed.   Import  volume  continued  to 
\&g  and  price  relationships  were  still  generally  unfavorable.     Though  French  spinners 
ire  said  to  have  "bought  more  li"berally,  spinner  huyin^^  has  "been  generally  of  a  cau- 
tious nature,  especially  so  far  as  American  cotton  is  concerned.     The  intensive  com- 
letition  for  yarn  orders  has  tended  to  induce  spinners  to  cut  costs  where  possible  \)y 
the  use  of  cheaioer  cottons.     At  the  same  time  in  an  effort  to  assure  themselves  of 
oeded  supplies,  spinners  apparently  have  "been  willing  to  make  longer  forward  com- 
dtnents  for  low-priced  exotics  than  for  American.     That  spinners  will  find  it  neces- 
sary to  onter  the  market  for  Anericai"!  cotton  more  freely  as  the  season  advances  is 
t.^en  for  granted.    Present  indications,  hovfever,  are  that  the  volume  may  "be  held 
to  a  nininum. 

United  Kingdom 

The  cotton  situr^tion  in  Decemher  and  early  January  was  somewhat  o'bscured  "by 
holidays  rjid  year-end  stock- takia^  which  conhined  to  slow  the  tempo  of  activity  in 

■  the  last  10  d^ys  of  the  month.     From  certp.in  'icints  of  view  it  is  possi'ble  to  see 
nodest  signs  of  improvement,  notahly  in  cotton  mill  enploymsnt  near  the  m.iddle  of 
the  month,  in  for'-'ardings  of  cotton  to  mills,  and  in  more  positive  yarn  price  poli- 
cies of  spinners.     On  the  other  hand,  a  great  deal  of  difficulty  is  reported  in 
booking  new  orders,  and  trade  reports  indicate  that  despite  the  restricted  output 
sales  were  generally  running  "below  -prcc^uction.     Business  in  all  departments  is 
characterized  "by  caution  which  it  is  said  was  inspired  hy  the  unsettled  state  of 
international  political  relations  and  "by  ■Joncertainty  as  to  the  future  movement  of 
spots  and  futuTes  cotton  Drices.    Present  relationships  "between  -oricos  of  cotton 
for  early  delivery  and  those  for  delivery  later  in  the  present  or  early  in  the  next 

i  season  continue  to  discourage  extended  commitments  and  to  encournge  the  reduction  of 
stocks  at  the  expense  of  new  activity  in  all  sections  of  the  trade.     Business  thus 

■f  follows  a  hand-to-mouth  pattern,  new  orders  tending  to  "be  for  snail  quantities  and 
r.ear-term  deliveries.    Price  s-preads  "betveen  different  growths  of  cotton  are  still 
for  the  most  part  to  the  disadvantage  of  American,  though  the  carry-over  of  mill 
contracts  from  last  season  has  so  far  helped  to  sustain  the  share  of  American  in 
nill  consumption.     Devopments  in  some  of  the  factors  "basic  to  general  economic  ac- 
tivity in  Great  Britain  have  been  of  a  favora"ble  nature  pjid  may  later  stim.ulate  an 

1  inprovement  in  the  cotton  textile  industry  and  raw  cotton  demand.     For  the  present, 
'^Fever,  their  influence  appears  to  "be  outweighed  "'^y  other  factors. 

Export  deriand  for  piece  goods,  according  to  rer)Orts,  has  "been  only  moderate 
.  PJ.d  ciainly  for  small  lots.     The  Indian  trade,  which  rer^ins  as  the  "back"bone  of 
.  British  textile  exports  despite  its  huge  post-war  shrinkage,  has  "been  disappointing, 
due  in  part  to  a  resurgence  of  Far-Eastern  competition.     West  Africa,  although  re- 
porting "tetter  clearances  of  old  orders,  has  not  reentered  the  market  on  an  importani 
scale.    Other  markets  have    "bought  only  sparingly.     Although  total  exports  of  piece 
?oods  in  the  calendar  year  193g  were  28  percent  "below  those  in  1937,  the  volune 
increased  considera"bly  from  Jime  to  Noven'ber.     Exports  of  roundly  120  million  square 
yards  in  November  -."ere  the  largest  for  any  month  since  Ivlarch  and  about  25  r)ercent 
greater  than  those  of  June.     As  is  usually  the  case,  a  substantival  decline  occurred 
from  November  to  December. 
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In  the  hone  trade,   sone  disappointment  vTas  expressed  with  the  retail  turnover 
in  Noven'ber,  v.hich  for  the  first  time  since  May  shor/ed  a  decline  ir.  total  value. 
Retail  sales  of  piece  goods,  household  textiles  and  dress  materials  \7ers  all  "betwee: 
5  and  6  percent  Tselov;  the  va.lue  of  sales  in  November  1S37-    ^"^^  ^nith  a  decrease  in 
the  same  12  months  of  at  out  5  percent  in  the  wholesale  rjrice  index  of  cotton  textila 
(ten  items),   it  seems  prohahle  that  volume  decropsed  some ^^hat  less  than,  the  value 
figures.     Christmas  trade,  hampered  to  some  extert  "by  extreme  weather,  was  definit: 
ly  helow  expectations.     Although  officia.l  fi;5ures  for  Decemher  are  not  yet  availaV. 
the  drop  from  a  yeo.r  hefore  is  unofficially  estimated  at  from  5  to  10  percent. 

The  continued  low  level  of  demand  for  yarn  in  the  United  Kingdom  has  reduce 
the  manufo.cturing-act ivity  margins  materially.     Margins  on  some  types  of  American 
yarns  are  narrower  than  they  were  a  year  ago  "by  a  third  or  more.  The  yarn  mp.rket  is 
confronted,  moreover,  with  the  possibility  of  lahor  difficulties  in  the  knitting 
industry  which  noraally  tplces  6  percent  or  more  of  the  British  cotton  yarn  produc- 
tion. Nevertheless,  the  position  of  spinners  still  seems  to  "be  sufficiently  strong 
to  permit  a  more  aggressive  price  policy.  On  Docem"bor  I9  the  reesta'blishnent  was 
a:-inouncod  of  the  U2's  weft  a.greement,  which  was  threatened  with  "break  do  to,  and  the 
extension  of  its  operation  to  l'!arch  3I  next.  Likewise  on  Decem"ber  J)0,  it  was  voted 
to  7/ithdraw,  after  3  Mnths,  a  5  percent  price  discount  on  Egyptian  type  yarns  whic 
for  some  tine  has  "been  allowed  nnjiufacturer s  purchasing  exclusively  of  firms  partio 
pating  in  the  yarn  margin  maintenance  schemes.     Mear.while  a  plan  for  a  single  agree 
ment  to  control  prices  on  the  entire  out-put  of  American  ya.rns  has  "been  formulated  ii 
ajiticipation  of  the  en,actment  of  a  Cotton  Industry  Ena"bling  Bill  vhich  would  pres'r^ 
a'bly  generalize  it  ,?n.d  give  it  statutory  force. 

Noting  the  facts  that  iDusiness  activity,  as  reflected  in  the  Economist  ind?i 
has  levelled  off  since  May  at  ahout  9  to  11  percent  "below  its  high  point  of  II35  i: 
Septemher  1937  (^935  100).,  and  that  the  declines  "both  in  commodity  prices  and  e& 
ployment  appear  to  have  "been  checked,  a  leading  "banking  institution  concludes  th?.t 
the  recession  which  "began  a  little  more  thaji  a  year  ago  may  now  "be  supposed  to  h'v? 
a'bout  run  its  course.  Reviewing  the  basic  factors  in  the  British  general  econonic 
position,  a  num"ber  of  favorable  developments  suggests  a  a  possibility  of  improvenei 
in  1939-  A:nong  these,  in  addition  to  the  commodity  and  employment  situation,  are: 
(1)  the  course  of  recovery  in  the  United  States,  (2)  the  Anglo-Americnji  trade  agree 
ment,  and  (3)  the  improved  competitive  position  in  ^vorld  markets  of  British  pro- 
ducers resulting  from  the  decline  of  the  pound.  The  cheapening  of  sterling  in  the 
year  amounts  to  about  7  percent  in  terms  of  lire,  Reichsmarks  and  United  States 
dollars,  and  about  6-^  percent  in  terms  of  Belga.s. 

Mill  ta"kings  of  raw  cotton  of  all  kinds  so  far  in  the  present  sea.son  h-^.ve 
been  running  at  about  four-fifths  of  those  of  a  year  ago.  Taicings  of  Anericr^ji, 
sustained  by  the  carry-over  of  mill  contr.acts  made  for  the  I937-38  season,  have  fa 
far  fallen  off  but  little  more.  New  mill  buying  of  Americaji  cotton,  however,  has  W 
been  on  m  important  sca,le  so  far  this  season,  although  nerchajits  holding  stocks 
British  warehouses  are  reported  to  ha.ve  been  offering  it  at  concessions.  That  sp"^ 
ners  will  find  it  necessary  to  come  into  the  market  more  freely  for  American  cotto: 
in  the  near  future  seems  to  be  taken  for  granted,  but  the  present  prospect  is  thftt 
buying  will  be  held  to  bare  necessities.  Brazilians  and  West  African  ]inve,  howevei 
continued  to  enjoy  a  fa.ir  demand.  With  competition  for  yarn  orders  a.s  severe  as 
was  through  1932>  spinners  were  under  r)ressure  to  pare  their  costs  to  meet  coinpeti 
tors'  prices,  and  those  who  could  use  the  cheaper  cottons  have  bought  them  more  fr* 
ly  than  usual.  The  share  of  Brazilians  in  the  mill  takings  ha.s  been  rising  sharper 
and,  with  the  seasonal  peak  movement  of  East  Indians  just  aJiead,  prospects  for  oaia 
tenance  of  the  Anerican  share  through  the  remainder  of  the  season  are  doubtful. 


I  ret 
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Betv/eon  Aug^.ist  1  and  December  30,  irn'oorts  of  cotton  of  all  kinds  were 
about  three-fifths  as  large  as  in  the  same  months  of  1937»  though  East  Indian 
showed  an  increase  of  87  percent  over  the  same  period  last  season  and  more 
modest  increases  were  recorded  for  Brp.zilians,  Peruvian,  Sudanese  of  both 
Sakel  and  American  types  and  for  East  and  West  African.      Imports  of  263 ,  5^0  l>a,le  s 
of  American  were  but  28  percent  of  those  ia  the  first  5  months  of  last  season, 
though  a  slight  -increase  in  the  cotton  at  sea  -suggests  that  this  figure  may 
later  be  increased  somewhat.    The  excess  of  mill  takings  of  American  over 
imports  since  August  1  totaled  .-^bout  180,000  bales,  leaving  the  port  stocks 
at  the  end  of  December  at  Just  over  5'^0>000  bales  -  equal  at  this  season's 
rate  of  consumption  to  about  5  months'  requirements  after  allowance  for  a 
minimum  residue.     Stocks  of  American    have  been  declining  since  May,  and 
total  stocks  of  all  kinds  have  declined  since  February  193^»-  though  .at  a 
slower  rate  than  American,    At  the  end  of  December  the  American  stocks  were 
only  about  three-quarters  as  great  while  stocks  of  all  kinds  were  about  98 
percent  as  great  as  a  year  earlier.     Relative  to  the  recent  years,  however, 
total  stocks  are  still  large. 

France 

Reports  with  respect  to  sales  of  cotton  textiles  by  French  m.ills 
in  Decem.bcr  arc  somewhat  contradictory  but  trade  renorts  considered  reliable 
indicate  some  improvement.    The  improvement  aoxiarently  continued  into  the 
first  part  of  January.    Reports  at  the  end  of  December  indicated  that  spinne:C-a. 
and  manufacturers  rather  generally  had  orders  sufficient  to  occupy  them  through 
March  and  in  some  instances  as  far  ahead  as  June.     Sales  to  the  colonies,  the 
bulk  of  which  ordinarily  takes  place  in  December  and  Jaiiuary  and  which  regular- 
ly accounts  for  about  I5  percent  of  French  mill  consumotior.  of  rav/  cotton, 
were  expected  to  be  at  least  as  large  as  usual,  if  not  a  little  larger.  Textile 
prices  tended  to  hold  firm  though  in  some  instances  a  slight  easing  was  re- 
ported coincident  with  a  moderate  strengthening  of  the  franc. 

December's  developments  in  French  national  economy,  -Dointcd  in  the 
direction  of  ultimate  improvement.    Within  30  days  from,  the  government's  pro- 
mulgation of  its  U-year  plan  of  national  rehabilitation,  it  was  possible  to 
record  the  repatriation  of  French  funds  in  substantial  amounts,  recovery  in 
the  r)rices  of  government  and  other  public  "l^onds,  and  the  refunding  of  certain 
French  railway  obligations  in  the  Netherlands  and  Switzerland  at  materially 
lower  rates  of  interest.     These  evidences  of  reviving  confidence  are  suffi- 
cient to  suggest  that  if  France  can  remain  at  peace  and  the  program  can  be 
spared  interruption  from  within,  the  last  2  months  of  I938  nay  be  looked 
upon  as  marking  e.  decisive  turn  in  French  economic  conditions. 

Although  current  operations  in  the  French  textile  industry  appear  to 
be  returning  very  little  profit,  potentially  at  least  the  position  appears 
to  have  strengthened  materially,  especially  in  the  export  field.    During  I938 
the  value  of  the  franc  declined  by  about  I7  percent  in  terms  of  the  pound  ster- 
ling which  in  tujrn  declined  some  7  percent  in  terms  of  dollars  and  other  cur- 
rencies remaining  unchanged  in  value,    French  wholesale  prices  are  now  generally 
lower  than  British  by  a  substantial  margin.    AlthoulMi^lnW textile  exports, 
other  than  those  to  the  colonies,  are  relatively  small,  French  spinners  have 
recently  found  themselves  able  to  exr^ort  to  markets  in  which  heretofore  they 
have  been  little  able  to  com.pete.    Exports  of  yarn  to  Belgium  in  particular 
have  increased,  and  with  the  curtailment  of  Czocho-s]ovakian  exports  it  is 
thought  that  some  part  of  Czecho-Slovalria' s  former  external  markets  may  now  be 
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shifted  to  IVance 


Imports  and  withdrawals  fron  stock  at  Havre  "between  August  1  and  Decenber  ' 
and  stocks  on  hand  Dccenher  29.  ^vith  conppj-isons  for  1937 >  ^-^e  given  in  the  follc-- 
ing  tahle: 


0 

.     Wi  thdra\'7al  s  ; 

Stocks 

J — 1E3.S  1_ 

1937 

:  19^8 

19  67 

1935 

19^7 

.  i,UUU 

i  ,  (JUU 

1,000 

1,000 

1,000 

1,000 

:  "bales 

hales 

hales 

hales 

hales 

hales 

Anerican   

230.5 

393.2 

15^,5 

2U0.^ 

260,2 

265.8 

-Sgyp  t  ian   

2,3 

.7. 

2.U 

:  7H.5 

IS.l 

^1.3 

20.1 

51.3 

U.g 

Indian   

:  9,0 

^:7 

S.h 

10.0 

5.1 

6:6 

French  ?7est  African  .  .  . 

:  10.9 

5.^ 

8..  5 

KG 

17.2 

Other  French  Colonial.. 

:  2g.l 

17.6 

6:2 

15.7 

1.7 

:  5:7 

6.9 

12.2 

6.1 

8.0 

7:3 

Totals   

:    35s. 7 

U36.0 

25U.2 

289.5 

357.5 

292.2 

G-ermaziy  2/ 

The  Gernan  "cotton  textile"  industry,  v/hich  no^N  uses  large  quantities  of 
artificial  fiher,  closed  the  year  193^  '^'.'ith  nill  operations  at  thr-  highest  level  : 
years  and  vrith  a  record  production.     Trade  reports  indicate  that  the  1932  output  - 
on  the  hasis  of  ra^.v  cotton,   staple  fiher,  v/aste  cotton,  regenerated  cotton,  etc.  - 
exceeded  1937  production  hy  fijroimd  7  Tiercent  and,  for  the  seco?id  successive  year, 
exceeded  the  penk  -production  of  I928. 

This  continued  rise  in  r)roduction  '-as  hased,   in  part,  upon  sone^^hat  larger 
irnports  and  utilization  of  raw  cotton,  hut  even  nore  upon  the  ste-^dily  {-ro'-'ing 
suhstitution  of  domestic  stable  fiher,  a.nd  c-tton  waste  and  regenerated  cotton, 
the  latter  n^ainly  fron  donestic  sources. 

The  year  closed,  however,  with  the  industry  confronted  hy  a  considera"ble 
number  of  prohlors,   some  of  then  old  and  sone  new.     The  nost  important  are  those 
arisin.^  from  the  incorporation  into  Gorm.'^n.y  of  the  Sudeten  textile  industry,  v»itk 
sone  1,800,000  cotton  spindles  and  a  v/idc  variety  of  other  cotton  textile  estal- 
lishments.     G-ernany  is  thus  faced  in  1939  with  the  necessity  of  supplying  raw 
material  for  ahout  25  percent  more  spindles  (1,800,000  in  Sudetenland  and  7U2,000 
in  Austria)  thnn  existed  in  the  first  part  of  I938.     This  -orohlen  -^rises  at  p. 
time  when  the  halance  of  trade  is  hecoming  nore  and  more  unfavorahle,  and  with 
denpjids  for  foreign  exchange  increasing  rather  than  decreasing.     The  latest  tr.ide 
figures  already  point  to  some  -  though  possihly  only  temporary  -  deterioration  ir; 
raw  cotton  supplies,  inasmuch  as  ITovenher  not  imports  of  all  cotton  fihers  (raw, 
waste  ajid  regenerated)  dropped  sharply  to  ahout  23,600  tons,  approximately  lOS.CCC 
equivalent  hales  of  U78  pounds,  as  compared  with  31,200  tons  (iw.OOO  hales)  in 
Octoher  and  33,300  tons  "(15^,000  hales)  in  Novemhor  1937.     The  Decemher  movenent 
,of  cotton  at  Bremen,  moreover,  continued  to  he  a  declining  one.     It  is  too  early 

2/     Information  relating  to  Germany,  Gzecho-Slovalcia,  Polriid,  Switzerland, 
Finland  and  Rumania  stipplied  hy  Agricultural  Attache,  Lloyd  V.  Steere,  Berlin. 
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•  forecast  future  developnents,  "but  a  continur>,tion        this  tendenc:/  would  certainly 
-essitate  a  reduction  in  the  allocation  of  spinning;  materials  to  cotton  nills,  if 
has  not  already  "been  necessitated  "by  the  recert  increase  in  the  nuinter  of  spin- 
as to  "be  supplies. 

The  grervt  "bulk  of  German  cotton  textile  -oroduction  continues  to  he  for  the 
-estic  market,  nhere  demand  has  "been  climhing  steadily  for  the  past  2  or  3  years. 
:.-.tile  market  reports  frankly  indicate  a  Y.ddespread  "goods  hunger"  for  many  types 

oroducts,  hut  more  especially  the  common  household  textiles.     Retail  sales  of 
utiles  and  clothing  in  the  first  10  months  of  193^  were  12  percent  (in  value) 

ve  those  of  1937  ^^'■^  6o  percent  ahove  1933.     Of  "the  12  -percent  increase  over 
^7,  about  7  percent  represented  larger  volume,  and  5  percent  higher  prices, 
rorts  indicate  a  noticeahle  drift  toward  "bettor  quality  goods. 

Recently  renev/ed  interest  in  the  rav;  material  problem  has  heen  accompanied 
reviews  of  the  principal  achievements  in  perfecting  staple  fihers  during  193^« 
ecially  emphasized  is  the  production  of  a  fiher  called  "Vistra-Hochnassfe st , 
;ch  is  claimed  to  have  an  even  greater  vret  strength  than  cotton.  "Vistrolan 
■er,  it  is  said,  cpn  he  dyed,   in  a  single  orocoss,  the.  same  color  as  vrool  with 
■^h  it  is  mixed.     Bura-flox  is  p>  new  type  of  fiher  which  will  stand  hard  wear 
'."boiling.    Pars-flox,  one  that  is  water-repellent,  wp^shahlo,  and  impervious  to 
in  ?jid  dirt.     Ploxola.n  fiher  is  reported  as  a  very  recent  and  irrportant  develop- 
•.t  of  a  fiher  for  mixn.ng  with  y/ools  of  varying  fineness,  one  that  is  even  revo- 
'ionary.     Allowing  for  a  considerp.hle  amount  of  over-appraisement  of  these  develop- 
■ts,  it  is  nonetheless  evident  that  techjiical  progress  continues  to  he  made  in 

production  pnd  the  use  of  suhstituto  fihers,  and  that  1939  will  hrin'^  a  re- 
■ed  emphasis  upon  expansion  of  their  -oroduction,  particularly  to  supply  the 
ioten  and  Austrian  r.ills.     It  is  stated  that  prod.uctiyo  capacity  for  staple 
-ers  will  roach  ?COjOOO  tons  (equivalent  to  922,000  hales  of  kjS  pounds  net  on 
:ound-for-pound  basis)  annually  in  the  spring  of  1939. 

Nevertheless  an  acute  need  for  additional  supplies  of  raw  cotton  continvies. 
■^n  reliahle  sources  it  was  indicated  ahout  the  middle  of  Decomher  that  an  offer 

take  some  300,000  hales  of  Egyptian  cotton  over  and  above  Germany's  usual  pur- 
-■ses  of  this  gro^vth,  in  exchange  for  Geririan  machinery,  arms,  amniinition  and 

•3r  goods,  had  heen^rq^ected  hy  the  Egyptian  government.     A  somewhat  similar 
'a  to  take  ICO, OCO/additional  of  Indian  cotton  in  exchange  for  German  machinery 

stated  to  he  in  process  of  negotiation  with  fair  prospects  of  being  arranged. 

"lonsunnated,  German  taJkings  of  Indian  cotton  would  he  increased  by  roughly  two- 
:rds  over  the  average  of  the  last  three  seasons. 

Reports  from  "both  the  Sudeten  and  Austrian  textile  industry  have  indicated 
■arked  revival  of  activity  in  1938,  particularly  in  the  Sudeten  industry  in  the 
?»st  2  months.     A  numher  of  Reichenherg  pl.^jits  are  reported  hooked  up  to  the  end 

1339.  and  some  plants  are  working  extra  shifts.     Ivlany  mills  have  taken  on  a 
■•"ge  numher  of  new  workers,  and  textiles,   instead  of  heing  the  industry  with  the 
greatest  amount  of  unemployment  in  Sudetenland,  now  report  a  certain  dearth  of 
■  -lied  workers,  many  of  whom  had  drifted  into  other  occupations. 

Goverrxient  regulation  of  the  German  cotton  trade  and  industry  has  now  heen 
•inded  to  Austria  and  Sudetenland  as  the  result  of  an  order,  issued  Decemher  10, 
the  Cotton  Control  Office  (Ue"berwachungsstelle  fur  3Jaumwolle),  under  which  pur- 
^ses,  stocks  and  -orocessing  of  raw  cotton  in  Austria  and  the  Sudeten  territory 
e  ynder  the  s?jne  controls  as  those  which  apply  to  Germany  proper. 


December  novernonts  of  cotton  in  p.nd  out  of  Brenen  were  strikingly  snail, 
as  conpared  both  77ith  IToven'ber  --^nd  \7ith  Deceriber  1937  and  I936.     Hie  principal 
factor  v/as  the  receipt  of  only  sone  2S,0OC  hales  of  American  cotton  in  the  U 
weeks  ending  Deceriber  2^,  193^,  ■''■s  conpared  "-ith  72,000  hales  in  the  preceding 
U  v;eeks,  and  102,000  in  the  correspondin,-^  h  weeks  of  last  season.     Receipts  of  all 
growths  totaled  only  55)000  "bales  as  against  shipments  of  SYjOOO  hales,  with  a 
resultant  net  decline  of  32,000  hales  in  total  stocks,  which  are  now  ranidly  drop- 
"oing  down  toward  the  levels  of  last  year,  after _  holding  v^ell  above  a  year  earlier 
all  during  the  past  fall.     The  sra.ll  svipplies  afloat  seen  to  np,ke  a  further  de- 
cline inevitable  in  the  weeks  innediately  ahead. 

Bremen  receipts  and  reshipments  of  cotton  between  August  1  and  December  2U,  and 
stocks  on  hand  on  December  2U,  193^.  1937.  s.nd.  193^ 


Receipt 

s 

Re  shipments 

Stocks 

1936 

:  1937 

:*  193s 

1935  \  1937  ; 

193s 

.1936  : 

1937  : 

1538 

1,000 

1,000 

1,000 

1,000  1,000 

1 , 000 

'  1,000 

1,000 

1,000 

bales 

bales 

bales 

'bales  bales 

bales 

bales 

bales 

bales 

American  .  . : 

313 

^17 

220 

293  357 

203 

135 

163 

165 

East  Indian 

13 

S 

15 

:      25  12 

19 

8 

2 

k 

All  other 

.  176 

203 

22U 

:     171  218 

2UI 

1  U6 

32 

70 

Total  . . 

:  502 

628 

^59, 

:    U89  587 

I163 

189 

197 

239 

Bremer  Ba;jjnwellborse . 

German  imports  of  raw  cotton  in  November  were  strikingly  lower,  drop'Ding 
to  80,000  bales  from  106,000  in  October  ajid  122,000  bales  in  November  1937.  This 
decline  brings  the  total  for  the  h  months  since  August  1  to  U32, COO _ bales,  or  ' 
but  little  above  the  ^28,000  bales  for  the  same  months  last  year.     Imports  of 
raw  cotton  ran  considerably  larger  than  in  1937  during  much  of  1938. 

The  most  striking  change  in  the  origin  of  irrrports  continues  to  be  that  ' 
for  the  United  States,  which  during  the  first  U  months  of  the  season  sup^olied 
less  thaji  half  as  much  to  Germany  as  in  the  corresponding  period  last  season. 
Takings  of  Peruvian  and  Russian  cotton  also  ran  behind  a  year  earlior,  but  tfikitr 
from  other  imoortant  sources  of  supply  were  equal  or  larger.     Egypt,  Brazil  oni 
Argentina  supplied  more  cotton  than  in  the  same  months  of  the  1937-38  season., 
Argentina,   for  the  first  time,   in  fact,  has  reached  an  eqioal  footing  with  the 
United  States,  and  Egypt  has  joined  Brazil  as  an  even  larger  source  of  supply. 
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Germany:     Imports  of  raw  cotton,  total,  pnd  "by  specified  co-an tries 


•  ^■^ovem'ber  :  Octo"ber 

Countries         \  i^^j      .  193g' 

Bales  .  Bale s 

Tr.ited  States           :  22,856  15,7SO 

ritish  India  •  g,020  8,052 

-Tpt  20,659  16,865 

-azil  . ,  :  U2,'+i+0  25,159 

-gentina  :  19,5^3 

ni'  ■  :  12,105  7,SS2 

.:rkey  r-rrr-  999 

>an  ■  •  :  -  5»86U 

'-viet  Russia  :  ^,8^5 

jelgian  Congo  767  796 

French  West  Africa.:  138 

China  768  1,087 

Mexico   ,:  717  2,982 

British  West  Africa: 

(Nigeria)   :  I35 

Total  all  cc-on-  :'' 

tries   :     121,802  10^5,955 

Oerman  Foreign  Trade  Statistics. 


ITovem'ber 


August  to  ^.'lovemt'er 


1933 


1937 


1932 


B-^.les 

13,5S5 
5,080 

1^,929 
18,695 

9,9S^ 
6,522 
2,268 
l+,5U2 

273 

56 

1,521 

1,7^8 


Bales 

110, 70U 

36,110 
59.207 
125,622 

13,907 

UU.oUl 
10,183 

1.719 
2,U08 

I+.OI3 
U,329 

365 


Bales 

52,850 
35,108 
69,225 
139.523 
52,579 
28,018 
11,118 
1U,731 

l,S55 

56 

^.372 
1U,39^ 

187 


go,3UU      U27,597  ^31,937 


"  :echo-  SI  c  vakia 

Late  ^Tovemher  c?jid  mid-Docemher  reports  from  Czecho-Slovakia  have  "begun  to 
reflect  a  certain  amcunt  of  readjustment  nnd  revival  in  the  disorganized  cotton 
^xtile  industry.     The  spinning  mills,  of  which  the  country  lost  a  relatively 
"•Jger  share  of  its  capacity  than  it  did  cloth-making  pl,?nts,  have  "been  the  first 

recover.     An  extremely  active  demand  for  yarn  is  indicated.     Many  mills  which 
vl  to  reduce  operations  for  lack  of  cotton,  due  to  interruption  of  "buying  and  of 
"-r;-anication,  have  recently  "been  enahled  to  increase  activity  as  a  result  of  the 
■  rival  of  new  raw  material  supplies.     Weavers,  on  the  other  ha.nd,  are  still 
ffering  from  a  lack  of  orders,  though  some  improvement  has  "been  noted.  Textile 
:xort  business  seems  to  "be  reviving  very  slowly  under  present  intensely  com- 
'titive  conditions,  "but  the  domestic  market  is  very  active  in  most  textile  lines, 
especially  clothing.     This  seems  to  "bo  arising,  at  least  to  some  degree,  from  a 
(certain  uneasiness  ahout  currency  values  and  fear  of  higher  -orices. 

Recent  weeks  have  also  hrought  a  number  of  indications  as  to  some  of  the 
-ndajnental  cha,nges  that  may  result  from  the  cutting  in  two  of  Gzecho-Slovakia '  s 
-sijily  intricate  cotton  textile  industry.     The  Minister  of  Economics  recently 
■uared  that  new  industries  must  "be  "built  up  to  take  the  place  of  those  lost  in 
•5  territory  ceded  t  0  Germany,  and  great  activity  in  this  direction  is  alrea% 
ported.     A  December  26  dispatch  from  Prague  states  that  the  Ministry  has  already 
requests  for  permits  to  start  nearly  200  new  industrial  undertakings,  of  which 
70  percent  were  in  the  textile  branch.     Emigrants  from  the  Sudetan  area  have 
raS  in  this  respect.     These  new  enterprises  will  include  a  -ide 

«»€e  of  products,  among  them  cl-sth  gloves,  knit- goods  and  cotton  spinning. 

Unfavorable  reports,  too,  are  not  lacking.     A  number  of  firms  are  reported 
'ave  shut  down  on  grounds  of  loss  of  most  of  their  business  with  the  Sudetan 


OS-27  -  12  - 

area.  Others  are  threatened  hy  lack  of  chemicals,  paper  and  other  products  needei 
in  textile  manufacture. 

Poland 

Poland  is  now  reported  to  he  preparing  a  program  for  the  gradual  curtail- 
ment of  imp-irts  of  textile  rp.w  materials  and  their  replacement  hy  sulstitute 
fihers  of  domestic  origin  37. 


The  Polish  government  is  desirous  of  seeing  imports  of  textile  r8,w  material 
reduced  hy  25  to  3C  percent  during  the  next  3  years.     Domestics.lly-produced  fiberi 
are  to  he  used  in  place  of  the  decreased  raw  materials  imported,  according  to  in- 
formation emanating  from  the  Paw  Material  Office  of  the  Polish  Ministry  of  Com- 
merce, inhere  a  meeting  of  representatives  of  the  textile  industry  and  the  govern- 
ment was  held  to  discuss  the  textile  raw  material  sitioati'^n.     IXiring  the  discus- 
sions, it  is  reported,   stress  was  laid  upon  the  fact  that  the  use  of  "Kotonin", 
which  is  produced  from  hemp  ajid  flax,  has  not  yet  ceen  pr of  itahle _  f or  the  cotton 
industry,  and  that  it  is  not  yet  being  produced  in  sufficient  quantities  to  meet 
the  needs  of  the  textile  industry  and  to  "be  utilized  with  success. 

The  Vice  Minister  of  Commerce,  however,   stressed  the  importance  of  "build- 
ing up  an  artificial  fiher  loroduction  industr;^,  and  stated  that  the  Polish  tex- 
tile industry's  utilization  of  artificial  fihers  ms  toe  low,  tha,t  the  industr;; 
seemed  to  lack  initiative  in  founding  the  necessary  new  synthetic  products  indus- 
tries T'/hich  the  State  considered  necessary  for  national  defense,  and  that  the 
Pftlish  government  will,  accordingly,  "be  obliged  to  take  up  the  matter  in  an 
active  manner.     As  the  next  step,  it  is  reported,  the  government  intends  to 
conipulscry,  in  1939 >  "^^^^^  "^se  nf  UOO  tons  of  Kotonin  per  month  as  compared- with 
20©  tons  since  August  19 3S. 


1  a;t: 


Switzerland 

The  feax  of  unfavorable  developments  in  the  Swiss  cotton  textile  trade  wi| 
0-ermany,  which  had  been  engendered  by  the  declining  Swiss  trade  with  G-erm.any, 
has  now  been  somewhat  allayed. 

In  recent  trade  negotiations  with  G-ermany,  the  Sv/iss  have  made  arrangenenj: 
for  increasing  the  scope  of  the  textile  processing  trade  between  Svvitzerland  and': 
Greater  C-ermany.  There  is  not  much  optimism,  however,  about  the  longer  time  ex-| 
port  outlook.  Government  authorities  in  the  Federation  have  given  ^jp  hove  of  K 
prrspects  for  a  return  of  much  of  the  former  market  for  Swiss  embroidery,  and  th 
less  profitable  units  of  this  specialized  industry  are  being  scrapped  and  the 
embroiderers  are  "being  retrained  and  transferred  to  oth^r  trades. 

Finland 

The  textile  industry,  particularly  the  cotton  textile  industry,  has  beccd 
of  increasing  importance  to  the  economic  life  of  Finland  in  recent  years.    It  n^t 
covers  the  major  portion  of  the  country's  textile  goods  requirements,  and  for  8 
number  of  yea.rs  t'-^ere  has  been  an  increasing  volume  of  exports,  especially  of_ 
cotton  goods.     Cotton  is  the  most  importa,nt  brajach  of  the  textile  industry,  f«l-j 
lowed  in  value  of  output  by  the  v/ool,  knitting,  clothing  and  linen  industries 

The  Finnish  cotton  industry  works  entirely  with  imported  rav/  materi.^.ls.  hitent 
The  raw  material  requirements  of  the  wool  and  linen  industries  are  covered  ty 


ZJ  Fr  om  a  reiDort  of  the  American  Embassy,  Warsaw,  dated  recember  5i  193^» 
Pran"icfijrter  Zeit^ang,  December  Ig,  1938. 
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inoorts  up  to  7^  -oercent,  pud  the  clothin.^  industry  imports  from  30  to  50  percent 
'^f  its  raw  nateriil  needs. 

fithin  a  relatively  short  -neriod  of  tine,  Finland's  textile  proc'uction  has 
teen  noro  than  doubled;  in  the  clothing  rnd  knitting  industries  it  hps.  "been  in- 
creased fivefold.     iUso  characteristic  of  the  development  of  tho  industr"<,^  is  the 
fact  that  i:roductirn  in  recent  years  has  'recone  more  and  more  rn,anifold.  The 
domestic  ^omduction  of  the  more  inport^nt  articles  covers  the  largest  share  of 
the  cou:itry's  requirements,   in  the  case  of  cotton  goods  about  75  percent  of  total 
needs,  the  imports  "being  chiefly  specialties.     The  relation  "between  the  domestic 
production  and  imports  is  shc^m  in  the  folloi^ing  tabulation: 

1926-30         1931-35'  1936  "       1937  ■ 

Mil.  Ih.        Mil.  Ih.        Mil . Ih .  Mil.lh. 


Cotton  cloth 
Production  .  , 
Imports   

W'^olon  fa"brics 
Production  .  . 
Imocrts   


12.7 
3.2 


V.2 

3.6 


13.9 
2.3 


5.7 
1.7 


16:2 
^.9 


6'.g 
2.5 


19.0 
7.9 


7.9 
3.3 


Finland's  imports  of  textile  goods  have  increased  in  recent  years  due  to 
the  favorahle  economic  situation  and  to  the  fact  that  the  expansion  of  domestic 
production  has  fallen  "behind  the  strong  upv;ard  swing  of  domestic  demand.  During 
the  period  1921-25,  total  Finnish  imports  of  textile  goods  were  valued  at 
^gC,OGG,OCC  Finnish  J/Iarks,  .equivalent  to  $9,60C,000  when  converted  at  current 
rates  of  exchange,  annually.     They  rose  to  733,^00,000  Finnish  Marks  pr  ahout 
$18,500,000,  on  the  average,  in  the  years  I926-3O,  hut  drowned  to  325,000,000 
Finnish  I^ferks,  less  than  $7,000,000,  during  the  5-year  -period  I93I-35.     In  I936, 
inpcrts  were  valued  at  507,000,000  Finnish  Marks,  or  $il,10C,000,  pjid  in  I937 
they  rose  to  731,000,000  Finnish  Marks,  or  $l6,000,00C. 

Early  in  1938  a  decline  in  the  imports  of  textile  goods  took  place,  but 
this  decline  kept  within  narrow  limits.     From  January  through  September  1938, 
however,  the  total  imports  of  textiles  were  slightly  larger  thra  in  the  corre- 
sponding period  of  I937. 

R^JDania 

According  to  reports  received  b'y  the  Reichsnahr stpjid  (The  German  Food 
i-state) ,  ^  the  cotton  acreage  in  Rumania  is  to  "be  increased  to  7^,130  acres.  The 
pL-ui  to  increrne  cotton  acreage  has  received  a  favorable  reception  in  Rumania, 
whore  thj  wheat  crop  has  been  increasingly  difficult  to  mar^^et,  and  -orofitable 
suhstitutes'hard  to  find.     In  I937  only  U,I|1|S  acres  were  planted  to  cotton,  but 
n  I33g  lh^Z2h  acres  -ere  seeded,  and  now  r^lr^ns  call  for  increasing  this  area 
iivefnld.  ' 

^        Rumania  tod.ay  is  far  from  being  self-sufficient  in  cotton,   the  ^resent 
dor    7-      P^'^^^'^^^S  for  something  in  the  neighborhood  of  one-twentieth  of  total 

onestic  requirements.     The  Rumanian  government,  however,  is  encouraging  such  a 

■'"^\    T'l         production,  and  there  ha.s  been  placed  at  the  disposal  of  the  ' 

acr^TH  authorities  a.  credit  of  5,000,000  Lei .  (equivalent  to  $^6,000) 

^iff.  !I  ''^^^^  '''^^  ^®  ^s®'^         the  purpose  of  obtaining  first  class 

^nonseed  for  planting  purposes. 
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Developments  in  the  Italian  cotton  trade  and  industry  during  Decenber  I933 
were  fully  as  unsatisfactory  as  had  "been  expected  in  the  innediately  preceding 
raonths,  and  the  outlook  for  the  nev  year  was  considered  even  less  nrcnising.  Un- 
certain prospects  in  the  domestic  narket,  further  loss  of  foreign  n-^rkets,  increiii 
ing  government  control  of  the  trade,  unsatisfactory  returns  and,  underlying  all 
these  ca.uses         -nrchahly  responsihle  for  i'n.'-jiy  of  then,  a  rep2  fear  of  r/ar  in  the 
near  future,  all  tended  to  destroy  initiative  and  to  increase  the  difficulties 
narxufacturers  and  "buyers  in  tryin;;^  to  lay  plans  for  future  trade. 

A  slightly  hetter  d.emrind  in  the  domestic  market  for  m.ixed  goods  appears  to 
have  followed  the  depletion  of  old  stocks  of  textiles  and  the  acceptance  by  the 
puhlic  of  the  mixed  f'^.hrics  to  which  the  cotton  mills  must  limit  their  ^rcr-actioa 
for  domestic  consumption  from  January  1,  1939'     Apparently  less  sales  resistance 
is  being  met  than  had  been  anticipated  and  -oroducers  point  out  that,  in  mmy 
respects,  the  chpnge  is  more  one  of  theory  than  of  practice  since  the  admixture 
of  cotton  substitutes  lias  gvovm  materially  dtiring  the  -oast  2  or  3  years  and  the 
bulk  of  the  cotton  fa.br ics  offered  to  Italian  consumers  in  the  pa,st  yor>x  has  leea 
made  of  mixed  fibers. 

- 

Foreign  cotton  textile  markets  do  not  seem  t^  have  improved.     In  fact,  ' 
the  halance  ivould  seem  to  have  gone  against  Italian  producers  through  the  loss  ': 
a  large  port:  on  of  the  EgjTitian  market  and  a  failure  to  find  other  outlets  to 
replp.ce  it.     The  latest  action  of  the  Italian  government  has  been  the  issuance 
by  the  National  Facist  Federation  of  Cotton  Industrialist '"i  of  Milan  on  Decenber 
29,  193^)  of        order  to  practically  suspend,  experts  of  ;-.^,.lian  cotton  goods  tc 
^STP^  pending  pn  adjustment  of  the  difficulties  between  the  two  countries  with 
respect  to  this  trad.e.     Cotton  brokers  assert  thp.t  ':''-is  will  be  rccomppjiied  by 

suspension  of  aJl  purchases  of  Egyptian  cotton,  although  such  action  will  wcr: 
considerable  hard.ship  upon  Italian  cotton  spinners  a.nd  weavers  who  specialize  i' 
the  use  of  Egyptian  cotton. 

That  a  considerable  amiount  of  trade  is  involved  in  this  contri^versy  is 
apparent  from  the  fact  that,  during  the  first  11  months  of  1937,  Egypt  inoorted 
20  percent  of  total  Italian  exports  of  cotton  products,  and  exported  to  Italy  j 
26,7^1  tons,  about  123, OOC  "bales  of  kjS  pounds,  of  cotton.     During  the  sane  nont 
in  1938,   Italian  exports  of  cotton  --^roriucts  to  Egypt  constituted  I7.6  percent  of 
Italy's  total  exports  of  these  good.s;  Avhile  Italian  imports  of  -Egyptian  cottoc 
amoijnted  to  23,1+91  tons  (108,000  bales).     It  is  ostimxated  that  under  the  ne^ 
reciprocal  quota  plan  of  the  Egyptian  government,   Italian  textile  exports  to 
Egypt  in  1939  '■'dll  have  to  be  curtailed  by  about  75  percent  from  the  totals  ofi| 

Practically  no  increase  in  the  dempjid  for  raw  cotton  was  reported  to  hr.T» 
occurred  in  Italy  during  December,  but  a,  little  betterment  was  expected  during 
January  by  the  distribution  of  an  import  quota  for  the  use  of  "Tanuf acturers  of 
goods  intended  for  the  domestic  market.     Deliveries  of  tslv;  cotton  in  December 
said  tn  have  been  made  on  old.  contracts  while  new  orders  were  usua,lly  small  a^a 
intended  for  prompt  delivery,   indicating  a  lack  of  confidence  in  the  market  for 
Italian  cotton  goods  during  the  im.mediatc  future. 

Dealers  report  that  recent  sales  of  ilmerican  cotton  have  d.ecl'^'.ned 
materially  for  two  ro-^sons:     First,   the  slack  dem.and  of  Italian  buyers  and, 
second.,  the  red.uced  offers  of  American  cotton.      They  assert  that  the  grades 
and  qualities  of  Americ.-^n  cotton  which  they  may  offer  to  prospective  Italian 
buyers  are  being    reduced  almost  daily  by  the    American  correspondent?. 

h/    Based  largely  upon  information  received  from  the  Ar.erican  Consul  G-eneral 
at  Milan. 


CS-27 


.  15  - 


On  the  other  hand,  Brazilian  cotton  of  patisfactory  quality  is  available  to 
the  bvyors  at  prices  lower  than  they  would  have  to  pay  for  similar  grades  of 
American  cotton. 

About  the  end  of  December  it  was  ror>orted  that  thore  had  been  much  dis- 
cussion in  newspaper  and  trade  circles  in  previous  weeks  of  extensive  plans 
under  consideration  by  the  Italian  government  to  assume  complete  control  of 
foreign  tr.'ode  in  various  commodities,  among  them  being  the  imports  of  cotton 
and  exTDorts  of  cotton  goods.    Up  to  that  time  it  had  not  yet  been  decided 
whether  the  r)lan  would  be  adopted. 

Practically  speaking,  the  Italian  imnorts  of  raw  cotton  are  completely 
controlled  by  the  Italian  government  through  the  Cotton  Institute  in  Milan  and 
the  Foreign  Exchange  authorities t    Apparently  the  principal  change  which  the 
proposed  new  control  would  bring  about  is  the  severance  of  direct  contact  be- 
tween cotton  brokers  representing  foreign  ex'^orters  and  the  cotton  sninners  to 
whom  they  now  sell.    The  new  a;?;ency  that  may  be  created  would  probably  place  all 
orders  for  cotton  without  giving  brokers  any  intimatio'^  as  to  the  concern  for 
which  the  orders  are  intended, 

^1  ll  S.  R.  ^ 

The  193s  plan  of  the  U.S.S.R.  provided  for  the  production  of  1,120  millio: 
pounds  of  cotton  yarn  and  U,000  million  yards  of  cotton  fabrics,  which  compares 
with  91656  million  pounds  and  3»^00  million  yards  respectively,  manufactured 
in  1937»    During  the  first  9  months  of  193^1  however,  the  output  of  the  cotton 
textile  Industry  was  13* 5  'nercent  behind  planned  levels .Though  improvement 
occurred  in  October  and  November,  total  193^  production,  while  above  l937i 
no  doubt  fell  behind  the  level    provided  for  by  the  plan. 

This  unsatisfactory  development  of  cotton  textile  production  has  numerous 
causes,  most  important  of  which  seems  to  be  a  general  disorganization  in  the 
industry.    There  is  still  a  dispro"oortion  between  spinning  and  v;eaving  capacitie 
which  already  existed  before  the  war  vihen  the  cotton  industry  of  present  Russia 
supplemented  its  yarn  output  by  takings  from  the  Baltic  sr)inning  mills  as  well 
as  by  imports  of  yarn  from  abroad.     The  spindle  deficit  has  become  a  serious 
problem,  since  the  present  capacity  for  yarn  production  is  not  adequate  to  cope 
with  the  increase  in  domestic  raw  cotton  output  or  to  satisfy  yarn  requirements 
of  the  loon  capacity  of  the  vyeaving  mills    S/,     It  is,  therefore,  hardly  sur- 
prising that  the  authorities  are  anxious  to  increase  the  number  of  spindles  in 
the  industry,  notably  since  a  large  share  of  the  present  equipment  is  apparent- 
ly antiquated  and  inefficient.    According  to  an  announcement  by  the  Soviet  trade 
delegation  to  the  United  Kingdom.,  plans  for  I938  have  called  for  the  installatioj 
of  half  a  million  now  spinning  spindles,  com-nared  with  an  installation  of  only 
90,000  in  1937, 

^/  Based  largely  upon  information  supplied  by  L,  Orina  of  the  Bureau's  Belgrade 
Office. 

6/  It  has  recently  been  reported  that  looms  are  not  utilized  to  full  capacity 
and  could,  given  the  necessary  yarn,  increase  their  output  by  at  least  I5  per- 
cent.    In  addition,  yarn  requirements  of  the  knitting  mills  and  other  indus- 
tries are  not  fully  met. 
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Inadequate  utilization  of  the  available  equitoirtent  and  poor  organ- 
izati'^n  of  lator  is  also  said  to  account  for  the  unsatisfactory  situation  ir 
the  cotton  textile  industry.    Fifty  percent  of  the  cotton  textile  workers, 
it  is  rer)orted,  are  not  fulfilling  their  working  norms.     Current  repairs  as 
well  as  replacements  of  machinery,  handicapped  "by  a  shortage  of  qualified 
personnel  and  hy  delivery  difficulties  in  the  machinery  industries,  are  re- 
ported to  he  insufficient.     Stoppage  of  equipment  has  hecome  a  sore  soot  in 
the  cotton  industry,  and  has  been  on  the  increase  in  recent  y*ars.    In  the 
case  of  spindles  it  was  6.73  percent  in  1936,.but  rose  to  9*96  percent  in 
1937 »  Q^cL  in  the  case  of  looms  even  increased  to  11. 3  percent  in  1937 >  s^s 
compared  with  a  stoppage  of  7*2  percent  in  1936*     There  has  been  further  in- 
creases in  stoppage  during  the  first  half  of  1932>  compared  with  the  corre- 
sponding period  a  year  ago.    j/  It  is  reported  that  certain  shifts  in  yarn 
counts  and  qualities  produced  in  factories  long  accustomed  to  their  previous 
assortments  is  also  largely  responsible  for  the  stoppage  of  equipment. 

All  this,  apart  from  its  quantitative  effects,  could  naturally  not 
remain  v/ithout  influence  upon  the  qualitative  outturn  of  the  goods  produced. 
The  share  of  second-grade  and  defective  goods  averaged  as  mu.ch  as  2^  percent 
of  the  total  during  the  first  half  of  193^,  compared  with  I9.U  percent  dtir- 
ing  the  corresponding  period  a  year  ago. 

In  view  of  this  situation  in  the  manufacturing  stages  of  the  Soviet 
cotton  industry,  domestic  raw  cotton  supplies  from  the  large  crops  harvested 
in  recent  years  by  far  exceeded  the  quantities  which  the  industry  was  able 
to  absorb.     Since  extDorts  of  raw  cotton  were  less  than  imports,  a  consider- 
able reserve  has  accumulated,  and  there  is  a  probability  that  these  stocks 
will  continue  to  rise  in  the  current  campaign.     The  193 ^  manufacturing  plan 
was  indicated  to  require  only  a  total  of  over  2,767»000  bales  of  ^78  pounds 
of  ginner  cotton  (and  will  actually  require  less  because  the  plan  was  not 
fully  executed),  compared  with  a  reported  harvest  of  3»720>000  bales  in 
1937.     Carry-over  stocks  at  the  beginning  of  the  1938-39  season  are  report- 
ed to  have  surpassed  1,380,000  bales  of  ginned  cotton,  compared  with  carry- 
overs of  376,000  and  217,000  bales  1  and  2  years  earlier  8/. 

Low  grade  cotton  is  reported  to  .constitute  a  considerable  share  in 
the  total  carry-over.     It  amounted  to  37  percent  of  the  total  in  1937 
is  estimated  to  make  up  about  half  of  this  season's  carry-over  stocks,  wbict, 
in  absolute  quantity,  means  the  doubling  of  last  year's  stocks  of  low  grades. 
This  is  partly  due  to  the  relatively  unfavorable  qualitative  outturn  of  the 
1937  crop, 

J/  Stoppages  in  1928-29  were  as  low  as  ^.5  percent  in  the  case  of  spindles, 
and  2.88  percent  in  the  case  of  looms. 

8/  There  are  indications  that  the  actual  carry-overs  in  the  past  several 
years  v/ere  even  larger  than  the  above  figures  indicate,  since  the  available 
data  on  crop  production,  foreign  trade,  yarn  output  by  the  industry  and 
estimates  of  "other  constumotion"  of  raw  cotton  do  not  account  for  a  dis- 
appearance equal  to  reported  seasonal  supplies  less  reported  end-of-season 
carry-overs.    An  over-estimation  of  crop  production  in  recent  years  is,  of 
course,  also  possible. 


SUPPLY 


Domestic  stocks  of  "free "  cotton  sharply  reduced 


Even  thou£;h  exports  of  American  cotton  from  August  to  December  were 
1,290,000  bales  less  than  in  the  corresponding  period  last  season,  the  large 
increase  in  Government-loan  stocks  has  materially  reduced  the  domestic  supply 
of  so-called  "free"  cotton.    Although  the  estimated  total  supply  of  American 
cotton  remaining  in  the  United  States  on  December  ^1,  193^,  including  the 
unricked  portion  of  the  crop,  exceeded  stocks  as  at  the  end  of  December  1937 
by  about  1,800,000  bales,  domestic  stocks  of  "free"  American  cotton  at  the 
end  of  1932  were  smaller  than  a  year  earlier  by  about  2,900,0*^0  bales  or  27 
percent.    Total  domestic  stocks  at  the  end  of  December  .this  season  were  larger 
than  the  previous  December  3I  record  high  of  1931;  "by  about  1,700,000  bales 
but  when  Government-loan  stocks  are  deducted,  stocks  of  free  American  cotton 
as  of  December  3I  this  season  totaled  5f600,000  bales  less  than  at  the  end  of 
I93l»    With  the  exception  of  .193^'^  and  1935>  December  3I  domestic  stocks  of 
"free"  American  cotton  were  the  smallest  this  season  since  1923* 

Estimated  I93?  foreign  production  I5  percent 
below  previous  crop 

The  I93S-39  total  production  of  foreign  cotton  is  now  placed  at 
l6,UOO,000  bales  of  U7.3;  pounds  net  which  is  I5  percent  less  t)ian  the 
19,280,000  bale  (revised)  estimate  of  production  in  1937-3^'    These  estimates 
and  the  others  included  in  the  table  below  pertain  to  the  "agricultural  crop"  ^/ 
which,  at  least  theoretically,  includes  both  that  cotton  which  is  consumed  or 
manufactured  in  commercial  establishments  and  that  consumed  on  hand  spindles 
or  in  other  ways  without  entering  commercial  channels.    Dosriite  the  rather  sub- 
stantial decline  in  the  estimated  foreign  production,  the  193^-39  crop,  as  now 
estimated,  is  the  third  largest  in  history  and  16  percent  larger  than  the 
average  for  the  past  10  years. 

The  present  estimate  of  foreign  production  plus  the  latest  (December) 
estimate  of  the  United  States  crop  gives  an  estimated  193^-39  world  production 
of  2g,U00,000  bales.     This  is  9,S00,000  bales  or  one-fourth  less  than  the 
record  crop  of  last  season  and  2,900,000  bales  or  9  percent  less  than  that  of 
1936-37-     It  is,  however,  500,000  bales  or  2  percent  lar-'cer  than  the  average 
annual  world  production  during  the  past  10  years. 

2./  These  estimates  of  the  "agricultural  crop"  should  be  distinguished  from 
estimates  of  the  production  of  commercial  cotton.     In  some  countries  large 
proioortions  of  the  crop,  and  particularly  in  India  and  China,  large  quantities 
of  cotton  do  not  enter  commercial  channels.    This  should  cause  the  annual 
total  Toroduction  of  cotton  to  materially  exceed  the  avera- e  estimate  of  the 
commercial  production,  but  in  some  instances  the  two  sets  of  estimates  are  not 
comparable.    The  Indian  Government's  estimates  of  cotton  production  in  India, 
which  are  used  in  making  these  estimates  of  the  "agricultural  crop",  are 
apparently  considerably  too  small.    While  this  is  quite  generally  recognized 
even  by  the  Indian  Government  (see  Statistical  Bulletins  ^  and  6  of  the  Indian 
^^entral  Cotton  Committee),  they  are  used  rather  extensively  because  other 
available  estimates  are  less  satisfactory  for  one  or  more  reasons. 
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Cotton:    Production  in  specified  locations,   ig20-21  to  I938-39 


Foreign  co'iintries 


World 


Crop  year  ; 

United 

: Total  exclud-  : 

: Total  exclud-  : 

States 

: ing  China  and  : 

Total 

: ing  China  and  : 

Total 

:  Russia 

:        Russia  : 

1,000 

1,000 

1,000 

1,000 

1,000 

"bales 

bales 

bales 

bales 

bales 

h-[g  lbs. 

U78  lbs. 

1+78  lbs 

I178  lbs. 

1+78  lbs. 

1920-21 

13,U29 

5,^57 

7,921 

18,886 

21,350 

1921-22 

7.9^5 

5,785 

8,025 

13,730 

15.970 

i922-2;5 

9,755 

6,980 

9.5^5 

16,735 

19,300 

1923-24 

lo.iUo 

7,277 

9,880 

17,^17 

20,020 

192^-25 

■  13,630 

8,567 

11,530 

22,197 

25,160 

1925-26 

;  16,105 

8,895 

12,135 

25,000 

28,21+0 

1926-27 

•  17,978 

7,811 

10,91+2 

25,789 

28,920 

1927-28 

12,0^6 

8,0lU 

11,9311 

20,970 

2l+,g90 

192s- 29 

1^,^77 

8,509 

12,U03 

22,986 

26,880 

1929-30 

i  1^,825 

8,31+8 

12.035 

23,173 

26,s6o 

1930-31 

13.932 

8,096 

12,298 

22,028 

26,23c 

1931-32 

17,097 

6,786 

10,723 

23,883 

27,820 

1932-33 

1  13,003 

6,821 

11.357 

19,821+ 

2i+,36o 

1933-3U 

:  13,0^7 

2,975 

13.8U3 

22,022 

26,590 

193U-35 

!  9.636 

9,223 

ll+,20l| 

18,859 

23,8ll0 

1935-36 

:  10,638 

11,195 

16,112 

21,833 

26,750 

1936-37 

:  12,5^9 

11,801 

18,921 

2l+,200 

31,320 

1937-3S  1/ 

:  18,9U6 

12.179 

19,279 

31,125 

32,225 

1938-39  1/ 

:  12,008 

10,1192 

16,392 

22,500 

28,400 

United  States  production  compiled  from  reports  of  the  Crop  Re-oorting  Board, 
others  estimated  very  largely  from  data  comr)iled  from  official  publications  of 
foreign  Governments  and  from  the  International  Institute  of  Agriculture, 
1/  Preliminary. 


